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USEEC, PARIS ALSO FOR USOECD 
GENEVA ALSO FOR USDEL MTN 

E.O. 11652: N/A 

TAGS: EEC, BR, RO, HU, AS, KS, BU, IA, PL, EIND, ETRD 
SUB J : EC FOREIGN MINISTERS COUNCIL, MAY 2, 1978: STEEL 

REFS: (A) 77 BRUSSELS 19129; (B) BRUSSELS 6632; (C) 

77 BRUSSELS 18991; (D) BRUSSELS 5517 

1 . SUMMARY: EC COMMISSIONER DAVIGNON BRIEFED THE MAY 2 
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EC FOREIGN MINISTERS COUNCIL ON THE CURRENT STATE OF 
BILATERAL NEGOTIATIONS BETWEEN THE COMMISSION AND THIRD 
COUNTRY STEEL SUPPLIERS. DAVIGNON ALSO INFORMED THE COUN- 
CIL THAT, BECAUSE OF WIDESPREAD NON-COMPLIANCE BY 
TRADING FIRMS WITH THE MINIMUM PRICE SYSTEM ADOPTED 
LAST DECEMBER (REF A), THE COMMISSION WOULD SHORTLY BE 
IMPOSING, OR RECOMMENDING TO THE COUNCIL, NEW CONTROLS 
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ON THE INTERNAL COMMUNITY MARKET. END SUMMARY. 

2. EXTERNAL NEGOTIATIONS: 

DAVIGNON INFORMED THE MINISTERS THAT SINCE THE LAST 
COUNCIL (REF B), THE COMMISSION HAD CONCLUDED ARRANGEMENTS 
WITH HUNGARY AND CZECHOSLOVAKIA. HE SAID THAT TALKS ARE 
STILL CONTINUING WITH BRAZIL, BULGARIA. SOUTH KOREA, 

POLAND, ROMANIA. AND AUSTRALIA. HE ALSO BRIEFED THE 
COUNCIL ON THE RESULTS OF HIS APRIL 9 TALKS IN 
WASHINGTON WITH U.S. AND IAPANESE OFFICIALS. ACCORDING 
TO A COMMISSION SPOKESMAN, DAVIGNON CHARACTERIZED THE 
WASHINGTON TALKS AS "PROMISING." THE SPOKESMAN ALSO SAID 
DAVIGNON TOLD THE COUNCIL THAT BOTH POLAND AND 
ROMANIA HAVE FOUND A GAP IN THE ECS DECEMBER 1977 STEEL 
IMPORT SCHEME (REF C), INVOLVING UNFINISHED PRODUCTS; HE 
SAID THE COMMISSION IS SEEKING TO COVER THIS GAP IN 
NEGOTIATIONS. 

3. INTERNAL MARKET: 

DAVIGNON STRONGLY CRITICIZED WHAT HE TERMED WIDESPREAD 
NON-COMPLIANCE BY COMMUNITY STEEL TRADERS AND 
STOCKHOLDERS WITH THE COMMUNITY MINIMUM PRICE SYSTEM. 

HE WARNED THAT. IF THIS SITUATION WERE TO CONTINUE, 

THE EC'S INTERNAL STEEL MARKET CRISIS MEASURES MIGHT FALL 
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APART, POINTING OUT THAT THIS WOULD ALSO JEOPARDIZE 
BILATERAL ARRANGEMENTS WITH THIRD COUNTRY EXPORTERS. 
DAVIGNON ANNOUNCED THAT THE COMMISSION HAS THEREFORE 
DECIDED TO TIGHTEN CONTROLS ON THE INTERNAL MARKET. 
ACCORDING TO A COMMISSION SPOKESMAN, DAVIGNON INFORMED 
THE COUNCIL OF THE FOLLOWING: 

(A) THE COMMISSION WOULD TRANSMIT TO THE MEMBER STATES ON 
MAY 3 A LETTER REQUESTING THEIR COOPERATION, PURSUANT 

TO ARTICLE 86 OF THE ECSC TREATY, IN EXERCISING ON BEHALF 

OSTHE COMMUNITY A CERTAIN NUMBER OF CONTROLS 

AIMED AT ASSURING RESPECT FOR THE INTERNAL MARKET SYSTEM. 

IN PARTICULAR, THE COMMISSION WILL ASK THAT CERTIFICATES 
OF CONFORMITY (NOW REQUIRED FOR PRODUCTS SUBJECT TO 
MINIMUM PRICES) BE FORWARDED WITHIN 48 HOURS SO THAT THE 
COMMISSION CAN HAVE AVAILABLE THE INFORMATION NECESSARY 
FOR IMPOSITION OF IMMEDIATE FINES IN CASE OF NON-COMPLIANCE 
WITH THE MINIMUM PRICES. CERTIFICATES OF CONFORMITY HAD 
HITHERTO BEEN REQUIRED ONLY TO ACCOMPANY DELIVERIES OF 
STEEL PRODUCTS. 

(B) THE COMMISSION WILL PROPOSE TO THE COUNCIL THAT THE 
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DECEMBER 1977 DECISION BE EXTENDED TO REQUIRE THAT 
TRADING FIRMS DELIVER CERTIFICATES OF CONFORMITY NOT 
ONLY FOR STOCK SALES BUT ALSO FOR DIRECT SALES. 

(C) THE COMMISSION WILL ASK FOR SPECIFIC INFORMATION ON 
SALES OF WIRE RODS AND BEAMS. WHICH ARE AREAS OF 
PARTICULAR CONCERN. 

(D) THE COMMISSION WILL SOON ANNOUNCE (SOME TIME IN MAY) 
A NEW SERIES OF FINES RESULTING FROM NON-COMPLIANCE WITH 
MINIMUM PRICES. 

4. ACCORDING TO THE COMMISSION SPOKESMAN. DAVIGNON 
SAID THAT THE COMMUNITY WILL MAKE A LAST ATTEMPT TO 
LIMITED OFFICIAL USE 
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KEEP ITS CRISIS MEASURES IN FORCE AND THAT, IF THERE 
IS NO IMPROVEMENT IN THE SITUATION DURING THE NEXT 
TWO MONTHS, THE COMMISSION WILL HAVE TO CONSIDER WHAT 
NEW MEASURES MIGHT BE NECESSARY. THE SPOKESMAN SAID 
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AMEMBASSY TOKYO 
AMEMBASSY WARSAW 
USMISSION GENEVA 
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THAT MEMBER STATE REACTION TO DAVIGNON'S PRESENTATION 
WAS FAVORABLE. 

5. ACCORDING TO HE SPOKESMAN, DAVIGNON ANNOUNCED THAT 
THE COMMISSION WOULD CONSULT THE COUNCIL AND THE ECSC 
CONSULTATIVE COMMITTEE ON A FURTHER FIVE PERCENT INCREASE 
IN THE COMMUNITY’S REFERENCE PRICE FOR STEEL, SO THAT 
A DECISION CAN BE TAKEN ALLOWING THE INCREASE TO GO 
INTO EFFECT ON JULY 1 . (COMMENT: THE REFERENCE PRICE 
WAS INCREASED BY FIVE PERCENT ON JANUARY 1, BUT THE 
COMMISSION DECIDED TO FOREGO A SCHEDULED SECOND FIVE 
PERCENT INCREASE ON APRIL 1 . END COMMENT.) THE 
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SPOKESMAN ALSO SAID DAVIGNON CALLED FOR A DECISION BY 
THIS JULY ON STATE AIDS IN THE STEEL SECTOR (REF D). 

HINTON 
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